CHAPTEH V
INDIKECT   INFLUKNCfc   OF   GOLD   ON   I'lUCKS
I SHALL now give an illustration which will bring before the mind of the reader the method by which an increase in the quantity of Money affects all Prices under our system of Credit. Let it be assumed that there arc six countries which have commercial intercourse with each other and effectively maintain the Gold Standard, of which five use Credit to the greatest possible extent, while the sixtli uses Gold only and not Credit in any form. We know that the relations which Prices bear to each other in all countries that have commercial intercourse and use the same Standard of Value arc determined by economic considerations, and are independent of the particular Standard of Value which may be in use.
It necessarily follows that the scales of Prices in the five countries that use Credit must bear the due economic relation to the scale of Prices in the country that uses Gold only, and cannot